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Since 1991, Argentina has attained one of Latin America's highest economic growth rates. In
addition, the government has virtually eliminated the 4-digit hyperinflation that had previously
plagued the country, and the government's economic policies have attracted a massive influx of
foreign capital. Despite these impressive gains, however, growth has come at a high social cost, and
President Carlos Menem's "economic miracle" is now increasingly criticized for benefitting some
while causing widespread hardship for the majority. A sharp drop in the population's standard
of living, especially among the middle and lower classes, has generated serious social conflicts in
recent months, which in turn is pushing the government to take steps to ward off further violence
and unrest.
The government's "economic miracle" is the fruit of the stabilization program designed by Economy
Minister Domingo Cavallo and begun in 1991. It has brought 24% growth in the GDP during the past
three years, and a reduction in the inflation rate from 7,000% in 1990 to nearly 0% during the past
five months, with an accumulated inflation rate of 4.3% for the past 12 months. Notwithstanding
these achievements, the efforts to open the country to foreign trade by reducing import tariffs, plus
the privatization of state firms and the government's increased emphasis on labor productivity, have
reduced, and in some cases eliminated, certain public and private sources of employment.
The Menem administration has aggressively pushed labor reform as part of its economic program,
since Argentina's labor costs remain by far the highest in Latin America and the labor laws the
most rigid. Menem has been trying to push a bill through Congress that would relax the labor code.
The need for labor reform is in part caused by Argentina's history of payroll-padding, corruption,
and inefficiency upon which both employees and employers have become dependent. Many state
enterprises employ a large number of workers who are doing duplicate work, in other words, getting
paid to perform a job that someone else is already doing. Companies also have workers on the
payroll who never show up at work.
Some studies estimate that between 10% and 20% of the payrolls of some state companies
correspond to "no shows." Thus, as the government has privatized inefficient state businesses, new
managers have laid off workers in an effort to streamline operations and cut costs. Workers, many of
whom are unskilled, have been left without alternatives. As a result, the unemployment rate is now
above 10%. If the 1994 rate reaches the predicted 10.5%, it will mean an increase of 1.2% compared
to 1993 and 6.9% greater than the 1992 figures. The official statistics agency (Instituto Nacional de
Estadisticas y Censos, INDEC) estimates present un- and underemployment at 20%, or 2.4 million of
the 12 million economically active population, and INDEC expects that figure to reach 25% by yearend 1994.
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"There are tremendous social implications to the privatization process," said Elizabeth Jelin, a
sociologist with the University of Buenos Aires. "Some small towns have thousands of people
who have been displaced. They are becoming cities of kiosks and taxis." Given the growing
unemployment and deterioration in the living standards of lower income groups in most Latin
American countries, economic analysts have warned for some time that bitter social conflicts were
likely to explode in countries like Argentina.
Nevertheless, the Menem administration was evidently caught off guard when riots broke out
in December 1993 in Santiago de Estero, in northern Argentina. After learning that the local
government would not be able to pay more than two months of back wages, 5,000 government
employees burned and looted the provincial governor's office, legislative buildings, and the
courthouse, as well as the homes of local officials. Adding to the workers' frustration was the low
salary they took home even when they did get paid. Most state employees earn about US$300 per
month, while judges and local government officials earn as much as US$18,000.
To make matters worse, in November 1993, at prodding from the federal government, the provincial
administration passed a law that cut most government salaries by 50% and put at least 1,000 people
out of work. Moreover, the federal government aggravated the local problems through other
austerity measures at the national level. Among other things, the Menem administration cut off a
federal meals program, reduced the national unemployment fund by up to 80%, and cut welfare
and health benefits for workers. The most serious cuts affected the northeast provinces. "Violence
imposed from above generated the violence from below and it could happen again," said Alva Luna,
head of the state workers' union in Santiago de Estero, shortly after the riots.
In March and April more protests and riots broke out in other northern provinces. After the local
sugar refinery went bankrupt in San Miguel de Tucuman in mid-March, 200 workers who had been
laid off rioted and wrecked the state legislature building. In April, simultaneous demonstrations
were held in five northeastern provinces protesting the effects of government economic policy on
workers: La Rioja, Tucuman, Jujuy, Catamarca, and Santiago de Estero. In the northern provinces,
programs must yet be implemented to offset the social costs of structural adjustment. There are
no retraining programs for workers, for example, nor any serious job-creation plans, and there is
little evidence that foreign investors are bringing their capital to the impoverished areas in northern
Argentina.
Analysts have warned that unless the Menem government initiates some type of safety net, social
explosions will likely continue. Rather than address the demands of the local population, however,
Menem insists that the riots in Santiago de Estero were instigated by "subversives." Economy
Minister Cavallo also denies any relation between the riots and the federal government's economic
policies, and instead blames bad administration by local governments. Nevertheless, civil unrest in
the northern areas is pushing the government to take some action to alleviate unemployment and
provide at least short-term opportunities for workers.
On May 2, President Menem announced a massive public works program that will provide
temporary employment, especially in the northern zones. Under the program, the government plans
to spend some US$7 billion by 1997 on infrastructure projects and other programs. An additional US
$2 billion will go toward projects in the provinces bordering Bolivia and Paraguay, which have been
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hardest hit by poverty and unemployment and which are most likely to experience more violent
outbreaks. Still, such government spending only represents stop-gap measures to undercut social
unrest, and may only reflect President Menem's effort to maintain popular support for his bid for
reelection in 1995. In the campaign, Menem hopes to tout his "economic miracle" as the centerpiece
of his campaign, making it essential for the government to avoid a repeat of the protests that took
place in Santiago de Estero.
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